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SUMMARY   OF    RECOMIVIENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recom- 
mendation. This  listing  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.  The  full  reply  of  the  Office  of  the  Governor  and 
Lieutenant  Governor  is   included   in  the  back  of  this   report. 
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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Office  of  the 
Governor  and  the  Lieutenant  Governor  for  the  two  fiscal  years 
ended  June  30,  1982.  The  objectives  of  the  audit  were  to: 
(1)  determine  if  the  office's  financial  statements  present  fairly 
their  financial  position  and  results  of  operations  for  the  two  fiscal 
years  ended  June  30,  1982;  (2)  determine  if  the  office  complied 
with  applicable  laws  and  regulations;  (3)  make  recommendations  for 
improvement  in  the  management  and  internal  controls  of  the  office; 
(4)  perform  a  review  of  the  office's  system  of  accounting  for 
federal  grants;  and  (5)  determine  whether  the  office's  financial 
reports  to  the  federal  government  contain  accurate  and  reliable 
data. 

Section  5-13-307(2),  MCA,  requires  that  any  significant  costs 
associated  with  implementation  of  an  audit  recommendation  be  dis- 
closed. We  determined  that  no  significant  costs  are  associated  with 
implementation    of    the     recommendations     contained     in     this     report. 

We   thank  the  Governor,    Lieutenant  Governor,    and   their  staffs 
for  their  cooperation   and   assistance  during  our  audit. 
BACKGROUND 

The  Governor's  Office  was  created,  upon  admission  of  Montana 
into  the  Union  in  1889,  under  authority  contained  in  Article  VI  of 
the  Montana   Constitution. 

The  Governor  has  constitutional  and  statutory  authority  to 
administer  the  affairs  of  the  state  of  Montana;  assure  that  the  laws 
of  Montana  Sire  faithfully  executed;  appoint  all  military  and  civil 
officers  of  the  state  whose  appointments  are.  provided  for  by  statute 


or  the  Constitution;  approve  or  disapprove  legislation;  report  to 
the  legislature  on  the  condition  of  the  state;  submit  a  biennial 
executive  budget;  grant  reprieves  and  pardons  within  the  best 
interests  o(  Montana;  serve  on  various  boards  and  commissions  as 
provided  by  the  Constitution  and  statutes;  and  represent  the  state 
in  relations  with  other  governments,  the  public,  and  various 
organizations  of  states. 

The   following    paragraphs   discuss  the  functions  of  the  various 
programs  administered   by  the  Office  of  the  Governor  and   Lieutenant 
Governor. 

Executive  Office  -  oversees  and  directs  the  activities  of  the 
executive  branch  agencies  to  ensure  responsible  and  responsive 
government  for  the   people  of  Montana. 

Lieutenant   Governor   -    is   provided  for   in   Article  VI,    Section   4, 
of  the  Constitution  of  Montana.      The   Lieutenant  Governor  is   respon- 
sible   for    performance   of   those    duties    prescribed    by    law  and   those 
delegated   to  him   by  the  Governor. 

Office  of  Budget  and  Program  Planning  (OBPP)  -  assists  the 
Governor  in  the  planning,  preparation,  and  administration  of  the 
state  budget;  the  development  and  evaluation  of  alternative  program 
plans  for  the  provision  of  state  government  services;  and  the 
examination  and  improvement  of  methods  of  providing  services  to 
the  citizens  of  the  state  of  Montana. 

OBPP  provides  centralized  services  support  for  all  programs 
of  the  office,  prepares  and  monitors  estimates  of  revenue,  houses 
the  state  clearinghouse  provided  in  the  federal  Office  of 
Management    and    Budget    Circular  A-95,    establishes    guidelines   and 


priorities  for  data  processing  services,  and  approves  procurement 
of  data   processing  equipment  for  Montana   state  government. 

Citizens'  Advocate  Office  -  is  responsible  for  making  state 
government  more  responsive  and  accessible  to  the  citizens  of 
Montana  by  receiving  and  seeking  resolution  of  their  complaints, 
problems,    and   inquiries   regarding   state  government. 

Mental    Disabilities   Board  of  Visitors   -   established  by         the 

Legislature  in  1975,  is  charged  by  law  with  reviewing  patient  care 
at  Montana's  institutions  and  community  health  centers  for  the 
mentally   ill   and  the  mentally   retarded. 

Legal   Jurisdiction   Project   -    researches  jurisdictional   differences 
between    the    state    and    tribal    entities.      The    Governor's    Office    has 
recommended    that   this    project   be   transferred  to  the  Department  of 
Justice. 

Northwest  Power  Planning  Council  -  the  Pacific  Northwest 
Electric  Power  and  Conservation  Planning  Council  was  created  in 
accordance  with  Public  Law  96-501,  passed  by  the  U.S.  Congress 
on  December  5,  1980.  The  Power  Planning  Council  is  made  up  of 
two  members  from  each  of  the  states  of  Montana,  Washington, 
Idaho,  and  Oregon.  It  is  charged  with  the  development  of  a 
twenty-year  electric  energy  plan  that  will  provide  an  efficient  and 
adequate  electric  power  supply  for  consumers  in  the  Pacific  North- 
west and  encourage  conservation  and  development  of  natural 
resources.  This  plan  will  also  provide  for  enhancement  of  fish 
populations.  House  Bill  641  of  the  47th  Montana  State  Legislature 
enabled  Montana  to  participate  in  the  Regional  Power  Planning 
Council  by  providing  for  the  appointment  by  the  Governor  of  two 
Montana  members. 
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Office  of  Commerce  and   Small    Business   Development   (OCSBD) 


■Assists  the  Governor  in  developing  and  implementing  slate 
economic   policy   planning. 

-Develops  programs  capable  of  providing  slate  businesses  with 
technical  assistance  to  maintain  existing  jobs  and  create  new 
ones,    particularly    in    the   primary   industries. 

-Accomplishes  economic  development  planning,  particularly  for 
areas   impacted   by    rapid   growth   or   severe  deterioration. 


The  OCSBD  was  transferred  to  the  Montana  Department  of 
Commerce   in   July   1981. 

Mansion  Maintenance  -  pays  for  the  Governor's  household 
expenses  (cook,  housekeeping  supplies,  electricity,  food,  security, 
and  furniture)  at  the  mansion.  The  Governor's  Mansion  is  the 
Governor's  residence  in  the  city  of  Helena.  The  Department  of 
Administration   pays  for   natural   gas  and   maintenance  of  the  mansion. 

Air  Transportation  -  Chapter  23,  Laws  of  1981,  transferred 
an  airplane  to  the  Office  of  the  Governor  in  February  1981.  The 
legislature  appropriated  funds  in  the  air  transportation  program  to 
pay  for  maintenance,  loan  payments,  one  pilot,  and  related  travel 
costs  of  operating  the  airplane. 
INTERNAL   CONTROLS 

We  have  examined  the  financial  statements  of  the  Office  of  the 
Governor  and  Lieutenant  Governor  for  the  two  fiscal  years  ended 
June  30,  1982.  We  issued  our  opinion  dated  December  6,  1982,  on 
these  statements.  As  part  of  our  examination,  we  made  a  study 
and  evaluation  of  the  system  of  control  of  the  office.  Our  study 
evaluated  the  system  as  required  by  generally  accepted  govern- 
mental auditing  standards  for  financial  and  compliance  audits.  We 
classified   the  controls   in   the  following  categories: 
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1.  revenues/receivables; 

2.  expenditures/payables; 

3.  payroll;    and 

4.  property,    plant,    and   equipment. 

Our  study  included  the  control  categories  listed  above.  Through 
our  study,  we  determined  the  nature,  timing,  and  extent  of  our 
auditing  procedures.  We  did  not  evaluate  the  control  system  to 
the  extent  necessary  to  give  an  opinion  on  either  individual  seg- 
ments or  the  system  as  a  whole. 

The  office  is  responsible  for  establishing  and  maintaining  a 
system  of  accounting  control.  In  fulfilling  this  responsibility, 
estimates  and  judgments  by  management  are  required  to  assess  the 
expected  benefits  and  related  costs  of  control  procedures.  The 
objectives  of  a  system  are  to  provide  management  with  reasonable 
assurance:  1)  that  assets  are  safeguarded  against  loss  from 
unauthorized  use  or  disposition,  2)  that  transactions  are  executed 
in  accordance  with  management's  authorization,  and  3)  that  trans- 
actions are  recorded  properly  to  permit  the  preparation  of  financial 
statements  in  accordance  with  generally  accepted  accounting 
principles.  inherent  limitations  in  any  system  of  control  may  cause 
errors  or  irregularities  to  remain  undetected.  The  current  system 
evaluation  should  not  be  used  to  project  to  future  periods  since 
the  procedures  may  become  inadequate  or  compliance  with  them  may 
deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first  para- 
graph would  not  necessarily  disclose  all  material  weaknesses  in  the 
system.      Accordingly,    we    do  not  express  an  opinion  on   the  system 


of  control  used  by  the  office.  However,  our  study  disclosed 
conditions  thai  could  result  in  financial  statement  errors  that  would 
be  difficult  to  detect.  These  conditions  relate  to  property,  plant, 
and   equipment   and   are  discussed  on   pages  6   through   8. 

These  conditions  were  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  of  the  financial  statements. 
This  report  on  internal  control  does  not  affect  our  opinion  on  the 
financial   statements. 

The  preceding  four  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the  Legislative  Audit  Committee,  is  a  matter  of  public  record. 
EQUIPMENT    ACCOUNTABILITY 

Our    audit    resulted     in     an     unqualified    opinion     on     the    fixed 
asset     group     of    accounts.       Although     we    concluded     the     financial 
statement    amounts    are    not    materially    misstated,     action    should    be 
taken   to   improve  the  following    internal   control   weaknesses,    account- 
ing  procedures,    and   compliance   issues. 
Inventory   Plan 

The  office  last  completed  an  inventory  of  its  equipment  in 
March  1980.  A  partial  equipment  inventory  was  taken  in  September 
1982.  State  policy  requires  each  agency  to  establish  an  inventory 
plan  and  recommends  inventory  be  taken  at  least  twice  a  year. 
Based  upon  the  size  of  the  equipment  inventory  maintained  by  the 
office,    an   annual    inventory  would   be  sufficient. 


The  office  assigns  equipment  numbers  by  program  location. 
If  one  person  in  each  program  reported  changes  in  equipment 
status  or  location  to  the  property  manager,  inventory  of  equipment 
could  be  taken  more  efficiently.  If  a  regular  inventory  were 
properly  completed,  the  property  manager  could  more  easily  detect 
disappearance,    theft,    or  unauthorized   transfers  of  property. 

RECOMMENDATION   #1 

WE     RECOMMEND     THE     OFFICE     ESTABLISH     AN     INVENTORY 

PLAN    FOR    EQUIPMENT    IN    ACCORDANCE   WITH   STATE    POLICY, 

Equipment   Disposal 

We  tested  three  items  the  office  had  removed  from  its  fixed 
asset  inventory  system  during  the  audit  period  to  determine  if 
they  were  disposed  of  in  accordance  with  state  policy.  One  of  the 
three  items  tested  was  transferred  directly  to  another  state  agency 
without  approval  from  the  Department  of  Administration,  Surplus 
Property  Bureau.  Agency  personnel  informed  us  that  other  similar 
transfers  were  made  during  the  audit  period.  State  policy  requires 
agencies  that  possess  equipment  they  no  longer  need  to  declare 
such  items  as  surplus  and  report  them  to  the  Surplus  Property 
Bureau . 

The  property  manager  said  she  is  often  not  notified  of  trans- 
fers until  after  they  have  been  made.  Transfers,  deletions,  and 
purchases  of  equipment  within  the  agency  require  coordination 
between  the  property  manager  and  individual  employees  within  the 
office.  In  order  to  assure  all  equipment  is  properly  accounted 
for,    this  coordination    is  essential. 
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RECOMMENDATION   tt2 

WE     RECOMMEND     THE     OFFICE    COMPLY    WITH    STATE    POLICY 

ON    SURPLUS    PROPERTY. 

Identification   Procedures 

To  avoid  defacing  mansion  assets  with  property  lags,  the 
office  takes  a  picture  of  each  inventory  item  at  the  Governor's 
mansion  and  assigns  a  tag  number  to  the  picture.  All  other  items 
in  the  office  valued  at  over  $200  are  assigned  a  property  tag. 
Two  of  five  items  we  tested  were  not  tagged  or  included  in  the 
picture  inventory  of  mansion  assets,  although  the  office  had  pur- 
chased  the  items  at  least  five  months  before  our  audit. 

Each  equipment  item  valued  over  $200  should  be  assigned  a 
property  tag  number  and  accounted  for  on  the  RAMS  system  as 
required  by  state  policy.  The  lack  of  a  unique  tag  number  for 
each   item  weakens  control   of   the  equipment. 

RECOMMENDATION   ^3 

WE    RECOMMEND   THE   OFFICE: 

A.  UPDATE      THE      INVENTORY      OF      EQUIPMENT      ITEMS      IN 
THE   GOVERNOR'S   MANSION   WHEN    ITEMS   ARE   PURCHASED. 

B.  ENSURE     EACH     EQUIPMENT    ITEM    COSTING    MORE    THAN 
$200    IS    ASSIGNED    A    UNIQUE    PROPERTY    NUMBER. 


STATE    COMPLIANCE 
Exempt  Personal   Staff 

According  to  2-18-104,  MCA,  the  Governor,  as  an  elected 
official,  is  allowed  to  exempt  ten  employees  from  the  state  payroll 
classification  plan  as  members  of  his  personal  staff.  Under 
2-18-104,  MCA,  the  Department  of  Administration  may  approve  an 
additional  five  positions  according  to  specifically  defined  criteria. 
As  of  January  9,  1983,  the  Department  of  Administration  had  not 
approved  the  additional  five  positions.  While  the  law  states  that 
total  exemptions  may  not  exceed  15,  the  office  exempted  28  positions 
(13  more  than  the  maximum  allowed  by  law)  during  the  audit 
period . 

The  office  plans  to  classify  8  of  the  13  positions  not  allowable 
under  section  2-18-104(2),  MCA.  The  office  believes  the  other  5 
positions  are  exempt  under  2-18-103(7),  MCA,  which  exempts 
agency   heads  appointed   by   the  Governor. 

RECOMMENDATION   #4 

WE      RECOMMEND      THE      OFFICE      COMPLY     WITH      THE      LAWS 

RELATING   TO    EXEMPT    POSITIONS. 

Biennial    Report 

The  office  did  not  authorize  publication  of  the  biennial  report 
required  by  2-7-102,  MCA,  in  fiscal  year  1980-81  because  it 
believed: 


1.  the   report  would   contain   no  new   information; 

2.  no  one  used   the   report;    and 

3.  publication  of   the   report   cost  $30,000  to  $40,000. 

The  office  notified  legislators  and  the  Legislative  Finance  Committee 
that  they  did  not  intend  to  publish  the  report.  Legislation  has 
been  proposed  by  the  office  to  repeal  section  2-7-102,  MCA,  and 
amend  the  related  sections  of  the  MCA.  Those  sections  require 
various  elected  officials  and  departments  to  submit  reports  to  the 
governor  as   provided    in   section   2-7-102,    MCA. 

RECOMMENDATION   #5 

WE      RECOMMEND      THE      OFFICE      COMPLY      WITH      THE     LAWS 

WHICH      REQUIRE     INFORMATION     ABOUT     STATE     AGENCIES. 

Revenue  Classification 

During  the  audit  period,  the  office  recorded  federal  indirect 
cost  reimbursements  in  Revenue  Classifications  2800  -  Miscellaneous 
and   3210   -    Income  Collections   and   Transfers. 

Management  Memo  4-81-7  requires  all  state  agencies  to  use 
objects  of  revenue  associated  with  Revenue  Classification  1701  - 
Federal    Indirect  Cost   Reimbursements  for   these  transactions. 

RECOMMENDATION   #6 

WE  RECOMMEND  THE  OFFICE  RECORD  FEDERAL  INDIRECT 
COST  REIMBURSEMENTS  USING  REVENUE  OBJECTS  ASSOCI- 
ATED  WITH    THE    PROPER    REVENUE    CLASSIFICATION. 
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FEDERAL   COMPLIANCE 

The  office  receives  a  portion  of  its  funding  from  federal 
sources.  Office  of  Management  and  Budget  (OMB)  "Circular  A-102, 
Attachment  P,"  establishes  audit  requirements  for  state  and  local 
governments  receiving  federal  assistance.  Attachment  P  provides 
for  independent  audits  of  financial  operations,  including  compliance 
with  certain  federal  laws  and  regulations.  We  performed  our  audit 
of  the  office  in  accordance  with  the  standards  of  OMB  "Circu- 
lar A-102,    Attachment  P." 

We       reviewed      the      major      compliance      areas      in      the      EDA 
Section   302(a)    Planning  grant   and   the  Old  West   Regional    Commission 
Public    Investment   Plan   grant.      Areas   reviewed   include: 

1.  internal   control   and    reporting   systems, 

2.  monitoring  of  subgrantees, 

3.  meeting   federal   objectives,    and 

4.  cost  allowability. 

During    our    review    we    noted    compliance    problems    in    the   following 
areas: 

--Indirect  costs 

--Status   reports 
Each  of  these  areas   are.  discussed    in   the  following   sections. 

We  determined  the  effects  of  noncompliance  on  program  accom- 
plishments and  cost  allowability.  In  the  following  sections  of  our 
audit  report  we  discuss  compliance  problems  requiring  disclosure  in 
accordance  with  Attachment  P.  Other  compliance  deficiencies 
deemed  not  to  have  significant  effect  on  the  successful  operations 
of   the  office's   programs  atq.  not  specifically   included   in   the   report. 
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but  have  been  discussed  with  management.  Nothing  came  to  our 
attention  that  causes  us  to  believe  untested  compliance  issues  are 
not   in   accordance  with   applicable   laws  and   regulations. 

As    a    result   of  our   review,    it   is  our  opinion   that   the  deficien- 
cies   noted    did    not    significantly    affect    the    successful    operation    of 
the   programs  or  the  allowability  of  costs   in   conformity  with   program 
regulations. 

Indirect   Cost   Reimbursement 

The  federal  government  recognizes  and  provides  for  reimburse- 
ments to  state  agencies  for  indirect  costs  incurred  in  the  adminis- 
tration of  federal  grants.  Section  17-3-111,  MCA,  requires  that 
each  agency  negotiate  agreements  with  the  federal  government  to 
recover,  to  the  fullest  extent  possible,  indirect  costs  of  administer- 
ing federal  grants.  State  policies  furnish  instructions  for  agencies 
to     collect     and     account     for     these    indirect    cost    reimbursements. 

In  fiscal  year  1980-81  the  office  billed  and  collected  indirect 
costs  using  the  7.15  percent  provisional  rate  adopted  by  the 
grantor  agencies.  The  provisional  indirect  cost  rate  was  larger 
than  the  final  approved  rate  of  4.04  percent  for  the  fiscal  year. 
As  a  result  the  office  overcollected  $5,674  of  indirect  cost  reim- 
bursements. The  amount  overcollected  is  usually  returned  by 
adjusting  the  next  year's  rate.  However,  the  office  did  not  submit 
an  indirect  cost  proposal  in  fiscal  year  1981-82,  as  required  by 
section  17-3-111,  MCA.  Since  no  rate  was  established  for  fiscal 
year  1981-82,  the  office  should  directly  return  the  excess  to  the 
grantors   listed   below. 
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Old  West  Regional  Commission  $2,300.69 

Economic  Development  Administration  2,794.66 

Bonneville  Power  Administration  579  .  13 

Total  $5,674.48 


RECOMMENDATION   tt7 

WE    RECOMMEND   THE   OFFICE: 

A.  RETURN     THE     $5,674     EXCESS     INDIRECT     COST     REIM- 
BURSEMENTS  TO   THE   GRANTORS. 

B.  SEEK       REIMBURSEMENT       FOR       INDIRECT       COSTS       IN 
ACCORDANCE   WITH    STATE    LAW. 

Status    Reports 

Although  the  office  submitted  all  required  reports  to  its 
grantors,  it  did  not  submit  many  of  the  reports  by  the  deadlines 
specified  in  the  grant  agreements.  Of  the  eleven  reports  we 
tested,  the  office  submitted  three  on  time.  Six  reports  were  as 
much  as  two  months  late.  The  other  two  reports  were  not  dated, 
so  we  could   not  determine  whether  they  were  timely. 

RECOMMENDATION   tt8 

WE    RECOMMEND    THE    OFFICE   SUBMIT    FEDERAL    REPORTS    BY 

THE    DATES    REQUIRED    IN    THE    GRANT    AGREEMENTS. 

PRIOR    AUDIT    RECOMMENDATIONS 

We  made  eleven  recommendations  to  the  office  in  our  audit 
report  for  the  two  fiscal  years  ended  June  30,  1980.  The  office 
has  implemented  five  of  these  recommendations  and  partially  imple- 
mented   two.       The    remaining    four    recommendations    are    no    longer 
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applicable  to  Ihe  oftice.  In  those  cases  where  prior  recommenda- 
tions have  not  been  fully  implemented,  they  have  been  discussed 
in    the  appropriate  sections  of   this   report. 
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AUDITOR'S    REPORT   AND    FINANCIAL   STATEMENTS 


/T 


STATE  OF  MONTANA 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


Mtitt  itt  tJb^  'ft^hinii'txt  ^nbiixxx 


STATE  CAPITOL 
HELENA,  MONTANA  59620 

406/449  3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H   GILLETT 

FINANCIALICOMPLIANCE 
AND  CONTRACTED  AUDITS 

SCOTT  A   SEACAT 
PERFORMANCE/SUNSET  AUDITS 

STAFF  LEGAL  COUNSEL 
JOHN  W  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We     have    examined     the    Combined    Balance    Sheet  -    All     Funds 

and      Account     Group     and      the      related      Combined     Statements     of 

Revenues,    Expenditures,    and    Changes    in    Fund    Balances   -    Budget 

and    Actual    -    General    and    Special    Revenue    Funds    of   the    Office   of 

the    Governor    and    Lieutenant    Governor    as    of    June  30,     1982,    and 

for   the   two   fiscal    years  then   ended.      Our  examination   was  made  in 

accordance  with  generally  accepted  governmental   auditing   standards 

and,     accordingly,     included    such    tests    of    the    accounting    records 

and    such   other   auditing    procedures   as  we  considered   necessary   in 

the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  the  Office  of  the  Governor 
and  Lieutenant  Governor  as  of  June  30,  1982,  and  the  results  of 
its  operations  and  the  changes  in  fund  balances  for  the  two  fiscal 
years  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  which,  except  for  the  change,  with  which  we  concur,  in 
the  reporting  entity  described  in  Note  8  to  the  financial  statements, 
have  been   applied  on   a  consistent   basis. 

Our     examination     was    made    for    the    purpose    of    forming     an 
opinion    on    the    basic    financial    statements    taken    as    a    whole.      The 
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accompanying  Schedules  ot  Federal  Grants  are  presented  for 
additional  analysis  and  disclosure  purposes  in  compliance  with 
"Guidelines  for  Financial  and  Compliance  Audits  of  Federally  Assisted 
Programs"  and  generally  accepted  accounting  principles  and  are 
not  a  required  part  of  the  combined  financial  statements  for  the 
Office  of  the  Governor  and  Lieutenant  Governor.  The  schedules 
have  been  subjected  to  the  auditing  procedures  applied  in  the 
examination  of  the  basic  financial  statements  and,  in  our  opinion, 
are  fairly  stated  in  all  material  respects  in  relation  to  the  basic 
financial   statements  taken  as  a  whole. 

The  column  on  the  accompanying  financial  statements  referred 
to  in  paragraph  one  captioned  "Total  (Memorandum  Only)"  is  not 
necessary  for  a  fair  presentation  of  the  financial  statements,  but  is 
presented  as  additional  analytical  data.  The  supplemental  informa- 
tion has  been  subjected  to  the  tests  and  other  auditing  procedures 
applied  in  the  examination  of  the  financial  statements  above,  and  in 
our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to 
the  financial   statements  taken  as  a  whole. 

Respectfully  submitted, 

James   H.    Gillett,    CPA 
Deputy   Legislative  Auditor 


December  6,    1982 


Approved: 

Robert   R.    Rin^wood 
Legislative  Auditor 


l[^U<^^    'V    l>^u-tW~ 
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ASSETS 
Cash 

Accounts  Receivable 
Expense  Advances  to  Employees 
Construction  Advance 
Assets  Available  to  Pay  Accri 
Expenditures  and  Accounts  Pi 
General  Fixed  Assets  -  Equipn 
Total  Assets 


LIABILITIES  AND  FUND  EQUITY 
Liabilities : 
Accounts  Payable 
Payable  to  Consolidated 

Entity  (State) 
Accrued  Expenditures 
Receipts  Collected  in  Advanct 
Total  Liabilities 

Fund  Equity: 

Investment  in  General  Fixed 
Fund  Balance 

Total  Liabilities 
and  Fund  Equity^ 


The  notes  to  the  financial  st< 


OFFICE  OF  THE  GOVERMOR  AND  LIEUTENANT  GOVERNOR 

COMBINED  BALANCE  SHEET  -  ALL  FUNDS  ANB  ACCOUNT  GROUP 

JUNE  30,  1982 


ASSETS 
Cash 

Accounts  Receivable 
Expense  Advances  to  Employees 
Construction  Advance 
Assets  Available  to  Pay  Accrued 

Expenditures  and  Accounts  Payable 
General  Fixed  Assets  -  Equipment 
Total  Assets 


GOVERNMENTAL 

FUND  TYPE 

FIDUCIARY 
FUND  TYPE 

Agency 

ACCOUNT  GROUP 

General  Fund 

Sp 

ecial  Revenue 

General 
Fixed  Assets 

$    635 

25,220 

2,329 

14,935 

$43,168 
4,928 

$6,145 

140,305 

$463,598 

$183,424 

$48,096 

$6,145 

$463,598 

LIABILITIES  AND  FUND  EQUITY 
Liabilities : 


Accounts  Payable 

$131,423 

$18,522 

Payable  to  Consolidated 

Entity  (State) 

43,119 

Accrued  Expenditures 

8,882 

Receipts  Collected  in  Advance 

29,404 
47,926 

$6,145 

Total  Liabilities 

183,424 

6,145 

'und  Equity: 

Investment  in  General  Fixed  Assets 

Fund  Balance 

-0- 

170 

-0- 

Total  Liabilities 

and  Fund  Equity 

$183,424 

$48,096 

$6,145 

$463,598 


$463,598 


The  notes  to  the  financial  statements  are  an  integral  part  of  the  statements. 
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REVENUES 
Indirect  Cost 

Reimbursements  $ 

Miscellaneous 

Federal  Assistance         

Total  Revenues         

EXPENDITURES 
Executive  Office 
Mansion  Maintenance 
Air  Transportation 
Office  of  Budget  & 

Program  Planning 
Legal  Jurisdiction  Project 
Northwest  Power  Planning 

Council 
Lieutenant  Governor 
Citizens'  Advocate 
Mental  Disabilities 

Board  of  Visitors         

Total  Expenditures     

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES         ( 

Prior  Year  Adjustments 

OTHER  FINANCING  SOURCES 
(USES): 
Transfer  to  Department 

of  Commerce 
Net  Support  From  (To) 
the  General  Fund  

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES  AND 
OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY   1,  1981   _ 

FUND  BALANCE  JUNE  30,  1982  $ 


The  notes  to  the  financial  sta 


OFFICE  OF  THE  GOVERNOR  AND  LIEUTENANT  GOVERNOR 


COMBINED  STATEMENT  OF  REVENUES, 

EXPENDITURES 

AND 

CHANGES  IN  FUND  BALANCES  -  BUDGET  AND  ACTUAL  - 

GENERAL  AND 

SPECIAL  REVENUE  FUNDS 

FOR  THE  FISCAL 

YEAR  ENDED  JUNE  30,  1982 

GOVERNMENTAL  FUND  TYPE 

Totals 

(Memorand 

General  Fund 

Special  Revenue 

Fund 

urn  Only) 

Variance- 

Variance- 

Variance- 

Favorable 

Favorable 

Favorable 

Budget 

Actual    (Unfavorable) 

Budget 

Actual    (Unfavorable) 

Budget 

Actual 

(Unfavorable) 

REVENUES 

Indirect  Cost 

Reimbursements 

$     2,900 

$     -0- 

$   (2,900) 

$     2,900  $ 

-0- 

$    (2,900) 

Miscellaneous 

100 

3,301 

3,201 

100 

3,301 

3,201 

Federal  Assistance 

$   619,292 
619,292 

$360,401 
360,401 

$(258,891) 
(258,891) 

619,292 
622,292 

360,401 
363,702 

258j891 

Total  Revenues 

3,000 

3,301 

301 

(258,590) 

EXPENDITURES 
Executive  Office 

1,582,002 

951,874 

630,128 

124,742 

61,646 

63,096 

1,706,744 

1,013,520 

693,224 

Mansion  Maintenance 

86,899 

60,216 

26,683 

86,899 

60,216 

26,683 

Air  Transportation 

163,274 

94,919 

68,355 

163,274 

94,919 

68,355 

Office  of  Budget  & 

Program  Planning 

693,914 

689,174 

4,740 

693,914 

689,174 

4,740 

Legal  Jurisdiction  Project 

59,378 

55,239 

4,139 

59,378 

55,239 

4,139 

Northwest  Power  Planning 

Council 

670,000 

298,755 

371,245 

670,000 

298,755 

371,245 

Lieutenant  Governor 

186,413 

175,207 

11,206 

186,413 

175,207 

11,206 

Citizens'  Advocate 

70,322 

62,736 

7,586 

70,322 

62,736 

7,586 

Mental  Disabilities 

Board  of  Visitors 

49,469 
2,891,671 

47,511 
2,136,876 

1,958 

754,795 

49,469 
3,686,413 

47,511 
2,497,277 

1^58 

Total  Expenditures 

794,742 

360,401 

434,341 

1,189,136 

EXCESS  OF  REVENUES  OVER 

(UNDER)  EXPENDITURES 

(2,888,671) 

(2,133,575) 

755,096 

(175,450) 

-0- 

175,450 

(3,064,121) 

(2,133,575) 

930,546 

Prior  Year  Adjustments 

(9,758) 

(9,758) 

-0- 

(1,014) 

(1,014) 

-0- 

(10,772) 

(10,772) 

-0- 

OTHER  FINANCING  SOURCES 
(USES): 
Transfer  to  Department 

of  Commerce 
Net  Support  From  (To) 
the  General  Fund 

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES  AND 
OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY   1,  1981 


(18,040)   (18,040) 


2,898,429    2,143,333    (755,096) 


(18,040)     (18,040)      -0- 
2,898,429    2,143,333    (755,096) 


-0- 


-0- 


FUND  BALANCE  JUNE  30,  1982   $ 


-0- 


-0- 
-0- 

-0- 
-0- 

$ 

-0- 

S 

-0- 

(194,504)   (19,054)     175,450 
19,224     19,224       -0- 


(194,504)     (19,054)    175,450 
19,224       19,224      -0- 


$  (175,280)   $    170    $  175,450     $   (175,280)  $ 170  $  175,450 


The  notes  to  the  financial  statements  are  an  integral  part  of  the  statements. 
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REVENUES 
Miscellaneous  $ 

Indirect  Cost 

Reimbursements 
Federal  Assistance 
Total  Revenues 

EXPENDITURES 
Executive  Office 
Mansion  Maintenance 
Air  Transportation 
Office  of  Budget  & 

Program  Planning 
Legal  Jurisdiction  Project 
Office  of  Commerce  &  Small 

Business  Development 
Northwest  Power  Planning 

Council 
Lieutenant  Governor 
Citizens'  Advocate 
Mental  Disabilities 

Board  of  Visitors         

Total  Expenditures     

EXCESS  OF  REVENUES  OVER  y 
(UNDER)  EXPENDITURES         ( 

Prior  Year  Adjustments 

OTHER  FINANCING  SOURCES  (USES) 
Net. Support  From  (To) 
the  General  Fund 

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES  AND 
OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY   1,  1980  _ 

FUND  BALANCE  JUNE  30,  1981   $ 


The  notes  to  the  financial  sta 


OFFICE  OF  THE  GOVERNOR  AND  LIEUTENANT  GOVERNOR 


COMBINED  STATEMENT  OF  REVENUES, 

EXPENDITURES 

,  AND 

CHANGES  IN  FUND  BALANCES  -  BUDGET  AND  ACTUAL  - 

GENERAL  AND 

SPECIAL  REVENUE  FUNDS 

FOR  THE  FISCAL 

YEAR  ENDED 

JUNE  30,  1981 

GOVERNMENTAL  FUND  TYPE 

Totals 

(Memo rand 

General  Fund 

Sp 

ecial  Revenue 

Fund 

um  Only) 

Variance- 

Variance- 

Variance- 

Favorable 

Favorable 

Favorable 

Budget 

Actual 

(Unfavorable) 

Budget 

Actual    (Unfavorable) 

Budget 

Actual 

(Unfavorable) 

REVENUES 

Miscellaneous 

$       100 

$     2,932 

$   2,832 

$    7,247 

$   -0- 

$   (7,247) 

$     7,347  $ 

2,932 

$    (4,415) 

Indirect  Cost 

Reirabursements 

5,000 

5,000 

-0- 

5,000 

5,000 

-0- 

Federal  Assistance 

1,009,491 
1,021,738 

308,331 
313,331 

(701,160) 
(708,407) 

1,009,491 
1,021,838 

308,331 
316,263 

(701,160) 

Total  Revenues 

100 

2,932 

2,832 

(705,575) 

EXPENDITURES 

Executive  Office 

1,213,033 

719,542 

493,491 

12,500 

12,500 

-0- 

1,225,533 

732,042 

493,491 

Mansion  Maintenance 

87,237 

70,595 

16,642 

87,237 

70,595 

16,642 

Air  Transportation 

45,000 

37,227 

7,773 

45,000 

37,227 

7,773 

Office  of  Budget  & 

Program  Planning 

718,905 

718,270 

635 

12,177 

12,150 

27 

731,082 

730,420 

662 

Legal  Jurisdiction  Project 

121,585 

96,574 

25,011 

121,585 

96,574 

25,011 

Office  of  Commerce  &  Small 

Business  Development 

41,949 

39,724 

2,225 

249,652 

216,454 

33,198 

291,601 

256,178 

35,423 

Northwest  Power  Planning 

Council 

700,000 

29,183 

670,817 

700,000 

29,183 

670,817 

Lieutenant  Governor 

181,621 

167,614 

14,007 

25,000 

25,000 

-0- 

206,621 

192,614 

14,007 

Citizens'  Advocate 

61,445 

60,242 

1,203 

61,445 

60,242 

1,203 

Mental  Disabilities 

Board  of  Visitors 

41,651 
2,512,426 

41,532 
1,951,320 

119 
561,106 

41,651 
3,511,755 

41,532 
2,246,607 

119 

Total  Expenditures 

999,329 

295,287 

704,042 

1,265,148 

EXCESS  OF  REVENUES  OVER 

(UNDER)  EXPENDITURES 

(2,512,326) 

(1,948,388) 

563,938 

22,409 

18,044 

(4,365) 

(2,489,917) 

(1,930,344) 

559,573 

Prior  Year  Adjustments 

1,455 

1,455 

-0- 

1,455 

1,455 

-0- 

OTHER  FINANCING  SOURCES  (USES): 
Net  Support  From  (To) 
the  General  Fund  2,510,871 


1,946,933    (563,938) 


EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES  AND 
OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY   1,  1980 


-0- 


-0- 


FUND  BALANCE  JUNE  30,  1981   $ 


-0- 


-0- 

-0- 

22,409 

18,044 

(4,365) 

-0- 

-0- 

$_ 

4,206 
26,615 

4,206 
$  22,250 

-0- 

$ 

-0- 

$_ 

-0- 

$_ 

(4,365) 

2,510,871    1,946,933    (563,938) 

22,409       18,044      (4,365) 
4,206        4,206       -0- 


$    26,615  $    22,250  $   (4,365) 


The  notes  to  the  financial  statements  are  an  integral  part  of  the  statements. 
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OFFICE   OF   THE   GOVERNOR   AND    LIEUTENANT   GOVERNOR 

Notes  to  the   Financial   Statements 

Fiscal   Years   Ending   June  30,    1981    and   1982 


1.      SUMMARY   OF    SIGNIFICANT    ACCOUNTING    POLICIES 

a)  Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide   Budgeting   and   Accounting   System. 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
expenditures  are  recorded  on  the  basis  of  incurred  costs  or  legal 
liability  and  revenues  are  recorded  when  received  in  cash  unless 
susceptible  to  accrual.  Revenues  are  susceptible  to  accrual  if  they 
are  measurable  and  available  to  finance  expenditures  of  the  fiscal 
period  or  are  not   received  at  the  normal  time  of  receipt. 

b)  Description  of   Funds 

On  July  1,  1979,  the  state  of  Montana  accounts  were 
organized  by  the  fund  structure  outlined  in  section  17-2-102,  MCA 
(temporary).  For  financial  presentation,  these  funds  have  been 
reclassified  according  to  the  Governmental  Accounting  and  Financial 
Reporting  Principles  Statement  1  issued  by  the  National  Council  on 
Governmental   Accounting. 

GOVERNMENTAL    FUND   TYPE 

General  Fund  --  To  account  for  receipt  and  expenditure  of 
money  allocated  to  the  office  by  the  state  for  support  of  the 
office's   programs  and   agency   administration. 

Special  Revenue  Fund  --  To  account  for  the  proceeds  of  spe- 
cific  revenue  sources  that  are   legally   restricted   to  expenditure 
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for  specified  purposes.  This  fund  corresponds  to  the  Federal 
and  Private  Revenue  Fund  within  the  State  Treasury  Fund 
structure. 

FIDUCIARY    FUND    TYPE 

Agency  Fund  --  Accounts  for  assets  held  as  an  agent  by  the 
office   for  other  governments. 


ACCOUNT    GROUP 

General  Fixed  Assets  --  Accounts  for  land,  buildings,  and 
equipment  of  the  office.  Fixed  assets  are  valued  at  cost.  No 
depreciation   is   recorded  on   general   fixed   assets. 


c)  Annual   and  Sick   Leave 

Annual  leave  and  sick  leave  costs  are  not  recorded  until  leave 
is  taken.  Upon  termination,  qualifying  employees  with  unused 
accumulated  annual  and  sick  leave  receive  100  percent  payment  for 
annual  leave  and  25  percent  payment  for  sick  leave.  The  liability 
amount  associated  with  unused  annual  and  sick  leave  at  June  30, 
1982  is  maintained  on  an  hourly  basis  rather  than  by  dollar  amount. 
The  monetary  liability  is  not  calculated  until  an  employee  terminates 
and   is   not   readily   determinable  at  June  30,    1982. 

d)  Budget    Information 

The  state  utilizes  a  fixed  annual  basis  of  budgeting.  Under 
this  method,  appropriations  of  a  specific  dollar  amount  are  set  for 
each  fiscal  year  of  the  biennium.  Annual  budgets  for  all  operating 
entities  of  the  office  are  adopted  every  biennium  by  the  Montana 
State  Legislature.  Budgets  for  the  General  and  Special  Revenue 
Funds  are  adopted  in  accordance  with  generally  accepted  account- 
ing principles.  At  the  end  of  each  year.  General  Fund  and  Special 
Revenue  Fund  appropriation  authority  revert  to  the  fund  of  original 
appropriation.       The    reverted    appropriation    authority    may    be    used 
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in  the  subsequent  year  as  authorization  for  valid  prior  year  obliga- 
tions. Budget  amendments  represent  the  authorization  to  spend 
funds  not  available  for  consideration  by  the  legislature.  They  are 
subject  to  approval  of  the  Governor. 

The  Governor's  Office  was  appropriated  funds  to  implement 
House  Bill  891  (Session  Laws  of  1979)  and  House  Bill  840  (Session 
Laws  of  1981),  which  provide  for  state  employee  pay  increases. 
The  Governor's  Office  was  also  appropriated  funds  in  House  Bill  500 
(Session  Laws  of  1981)  to  distribute  Contingency-Vacancy  Savings 
funds  to  the  six  university  units  and  CETA  Contingency  Funds  to 
the  Office  of  Public  Instruction  if  certain  conditions  were  met. 
The  appropriations  were  made  from  the  General  Fund  and  from  the 
Agency  Fund.  The  Agency  Fund  was  utilized  because  the  distribu- 
tion of  the  appropriation  authority  between  other  funds  was  not 
determined  at  the  time  the  appropriation  was   recorded. 

The  appropriation  authority  was  allocated  as  follows: 


Amount 
Authorized 
Fiscal  Year    1^81: 
Pay  Plan  Allocation   -   General   Fund      $   9,490,590 
Pay  Plan  Allocation   -   Agency  Fund 
Total 


12,918,269 
$22,408,859 


Amount 
Allocated 

$   9,330,269 

12,453,134 

$21,783,403 


Unallocated 
Balance   at 
June   30 

$        160,321 

465,135 

$        625,456 


Fiscal   Year    1982: 
Pay  Plan  Allocation   -    General   Fund      $48,000,000 
Pay  Plan  Allocation   -   Agency  Fund  34,192,000 

Total    Pay   Plan   Allocation 
Contingency-Vacancy  Savings    - 

General   Fund 
CETA  Contingency  Funds    - 
General   Fund 
Total 


82,192,000 
1,600,000 


44^000 


$14,477,530 
11,032,901 
25,510,431 

1,077,193 


44_jJD00 


$33,522,470 
23,159,099 
56,681,569 

522,807 

-0- 


$83,836,000   $26,631,624   $57,204,376 
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Unallocated  portions  of  the  fiscal  year  1981  pay  plan  alloca- 
tions reverted  at  fiscal  year-end  1981.  The  unallocated  balance  of 
the  fiscal  year  1982  Pay  Plan  Allocation  and  Contingency  -  Vacancy 
Savings  appropriations  represent  amounts  available  for  distribution 
in  fiscal  year  1983.  These  were  1983  biennium  appropriations,  so 
the  unallocated  balance  at  June  30,  1983  is  the  amount  that  will 
revert. 
2.       EMPLOYEES'    RETIREMENT   SYSTEM 

The  office  employees  that  elect  to  participate  in  the  plan  are 
covered  by  the  Public  Employees'  Retirement  System  (PERS). 
Under  the  plan,  the  office  contributed  6.2  percent  ($43,411)  and 
6.32  percent  ($41,792)  of  employees'  gross  wages,  respectively,  in 
fiscal  years  1980-81  and  1981-82.  The  employees  contributed 
6  percent  of  their  gross  wages  to  the   PERS. 

Employees  in  the  office,  as  staff  of  the  Governor,  have  the 
option  of  membership  in  the  retirement  system.  Approximately 
one-half  of  the  office's  employees  are  currently  members  of  the 
system. 

The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1982,  the  Public  Employees'  Retirement  System  was  actu- 
arially sound  according  to  a  report  by  the  System's  actuary.  The 
unfunded  past  service  and  the  actuarially  computed  value  of  vested 
benefits  for  employees  of  the  Office  of  the  Governor  and  Lieutenant 
Governor  cannot  be  separated  from  those  amounts  computed  for  the 
system  taken  as  a  whole. 
3.      INVENTORIES 

Supplies     inventories    are    expensed    at    the    time    of    purchase. 


23 


4.  ACCOUNTS    RECEIVABLE 

Based  on  past  experience  of  collectibility,  the  accounts  receiv- 
able balance  shown  on  the  accompanying  balance  sheet  does  not 
include  an   allowance  for  doubtful   accounts. 

5.  LEASES 

The  agency  made  payments  of  approximately  $6,400  in  fiscal 
year  1981  and  $6,000  in  fiscal  year  1982  for  leased  equipment. 
Lease  rentals  are  recorded  as  expenditures  over  the  lease  term  as 
they  become  payable.  Current  commitments  under  lease  agreements 
for  equipment  provide  for  the  following  minimum  lease  payments  for 
operating  leases  together  with  the  present  value  of  the  net  minimum 
lease  payments  for  capital   leases. 

Amount 
Capital  Representing 

Leases  Interest 


Year  Ending 

Operating 

June   30 

Leases 

1983 

$   3,856 

1984 

3,856 

1985 

3,856 

1986 

3,856 

1987 

3,856 

Total 

$19,280 

y 

6.      INSURANCE 

$4,018  $600 


$4,018  $600 


The   offices    are    insured    through    insurance    plans   administered 
by  the   Department  of  Administration. 
7.       SUPPLEMENTAL    INFORMATION 

The  items  on   the  financial    statements   titled    "Total    (Memorandum 
Only)"     are     not     necessary     for     fair     presentation,     but     represent 
supplemental    information    and    not  consolidated   financial   information. 
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8.      PROGRAM   TRANSFERS 

On  July  1,  1981,  Ihe  office  transferred  two  of  its  programs, 
the  Office  of  Commerce  and  Small  Business  Development  and  the 
Economic  Development  program,  to  the  newly  created  Department 
of  Commerce.  The  Economic  Development  program  had  appropriation 
authority  to  use  $50,000  of  General  Fund  and  $150,000  of  Special 
Revenue   Fund   cash   to  make   loans   in   fiscal   year   1980-81. 
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OFFICE  OF  THE  GOVERNOR  AND  LIEUTENANT  GOVERNOR 

SCHEDULE  OF  FEDERAL  GRANTS 

FISCAL  YEAR  ENDING  JUNE  30,  1982 


Amount 
Total  Grant   Received 
Awarded     FY   1982 


Grant  Period 


Governor's  Office 
White  House  Conference  on 
Children  &  Youth  (HHS) 


$  28,613 


$  28,613    7/1/81  to  1/29/82 


Environmental  Protection 
Agency  Poplar  River  Project 
R008187-04 


27,679 


8,000 


1/1/77  to  12/3/82 


Environmental  Protection 
Agency  Permit  Coordinator 
A008160-81-6 


50,000 


25,000    11/17/81  to  9/30/83 


Old  West  Regional  Commission 
Public  Investment  Plan 
(Closeout)  -  Continuation  of 
#10071198  (U.S.  Department  of 
Commerce) 


150,000 


91,830 


7/1/80  to  12/31/81 


Old  West  Regional  Commission 
Technical  Assistance  Grant 
//10171097  (U.S.  Department 
of  Commerce) 


200,000 


150,000 


3/1/81  to  2/28/82 


Northwest  Regional  Power  Council 
Bonneville  Power  Administration 
Funds 


y 


670,000 


281,200 


7/1/81  -  indefinite 
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OFFICE  OF  THE  GOVERNOR  AND  LIEUTENANT  GOVERNOR 

SCHEDULE  OF  FEDERAL  GRANTS 

FISCAL  YEAR  ENDING  JUNE  30,  1981 


Total  Grant 
Awarded 


Amount 
Received 
FY   1981 


Grant  Period 


Governor's  Office 
Old  West  Regional  Commission 
Coal  Transportation  Study 
(Entire  Grant  Subcontracted 
to  National  Governor's  Asso- 
ciation) y/10971256  (U.S. 
Department  of  Commerce) 

Office  of  Commerce  and 
Small  Business  Development 
Economic  Development  Admin- 
istration Section  302(a) 
Planning  Grants 


$  20,000 


130,000 
130,000 


$12,500    9/21/79  to  9/20/80 


130,000     10/1  to  9/30  (continuing 

grant) 
53,404    10/1  to  9/30  (continuing 

grant) 


Old  West  Regional  Commission 
Public  Investment  Plan 
#10071198  (U.S.  Department 
of  Commerce) 

Economic  Development  Admin- 
istration 304  Grants  and  Loans 

Old  West  Regional  Commission 
Technical  Assistance  Grants 

#10072160 

#10171097 

(U.S.  Department  of  Commerce) 

Lieutenant  Governor's  Office 
Environmental  Protection 
Agency  Poplar  River  Project 
(R001818730) 

Northwest  Regional  Power  Council 
Bonneville  Power  Administration 
Funds 


150,000 


150,000 


200,000 
200,000 


106,211 


700,000 


58,170    7/1/80  to  12/31/81 


-0-      Continuing" 


131,943    4/1/80  to  3/31/81 
50,000    3/1/81  to  2/28/82 


58,331    1/1/80  to  6/30/81 


60,000 


4/28/81  -  indefinite 


'The  EDA  304  Grants  and  Loans  program  was  transferred  to  the  Montana  Depart- 
ment of  Commerce  in  July  1981. 
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AGENCY    RESPONSE 


y 


TED  SCHWINDEN 

GOVERNOR 


^tatc  nf  3Wontaua  RPOCTIX/Crr^ 

ODffirc  of  tin-  (lf')uxu-nuir  R  T  I  ^  '".   J  V  P.  tj 

MONTANA  LEGISLATIVE  AUDITOR 


February  14,   1983 


Mr.  Robert  R.   Ringwood 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT     59620 

Dear  Mr.  Ringwood: 

Following  are  our  responses  to  the  recommendations  contained  in  the 
audit  of  the  Office  of  the  Governor  conducted  by  your  staff. 

Recommendation  No.   1:     We  recommend  the  office  establish  an  inventory 
plan  for  equipment  in  accordance  with  state  policy. 

Response:     We  concur  with  the  recommendation.     The  office  will  complete 
a  plan  calling  for  an  annual  inventory  and  establishing  rules  for  employees 
regarding  transfers  of  equipment. 

Recommendation  No.   2:     We  recommend  the  office  comply  with  state  policy 
on  surplus  property. 

Response :     We  concur  and  will  comply  with  the  recommendation.     Office 
policy  on  disposal  of  surplus  property  will  be  disseminated  to  employees  in 
conjunction  with  the  inventory  plan  discussed  in  the  response  to  Recommendation 
No.   1. 

Recommendation  No.  3:     We  recommend  the  office   :   (a)  update  the  inventory 
of  equipment  items  in  the  Governor's  Mansion  when  items  are  purchased; 
(b)  ensure  each  equipment  item  costing  more  than  $200  is  assigned  a  unique 
property  number. 

Response:     We  concur  and  will  comply  with  the  recommendation. 

Recommendation  No.  4:     We  recommend  the  office  comply  with  the  laws 
relating  to  exempt  positions . 

Response:     We  concur  with  the  recommendation.     The  Governor's  office 
has  been  working  with  Department  of  Administration  personnel  on  this 
matter.     Full  compliance  should  be  achieved  by  June  30,   1983. 
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Robert  Ringwood 
Page  Two 
February  14,   1983 


Recommendation  No.   5:     We  recommend  the  office  comply  with  the  laws 
which  require  information  about  state  agencies. 

Response:     We  must  concur  with  the  recommendation.     This  was  an 
unusual  situation  and  we  did  not  take  the  action  lightly.     Because  of  concern 
for  the  statutory  requirement,   each  legislator  was  contacted  to  obtain  his/her 
views  on  the  matter.     We  received  only  positive  responses  from  the  legislators. 
Governor's  office  staff  appeared  before  the  Legislative  Finance  Committee 
and  informed  the  members  that  the  Executive  Branch  did  not  intend  to 
comply,     that  we  believed  it  was  our  duty  to  identify  and  propose  the 
elimination  of  unnecessary  reports,  and  would  request  legislation  at  the 
next  regular  session  of  the  Legislature.     House  Bill  346,  which  would  repeal 
the  requirement,   is  currently  pending  before  the  Legislature. 

Recommendation  No.   6:     We  recommend  the  office  record  federal  indirect 

cost  reimbursements  using  revenue  objects  associated  with  the  proper  revenue 

classification. 

Response:     We  concur  with  the  recommendation.     The  problem  was 
corrected  in  Fiscal  Year  1983. 

Recommendation  No.   7A:     We  recommend  the  office  return  the  $5,674  excess 
indirect  cost  reimbursements  to  the  grantors. 

Response:     We  concur  with  the  recommendation.     The  funds  have  been 
returned. 

Recommendation  No.   7B:      [We  recommend]  the  office  seek  reimbursement  for 
indirect  costs  in  accordance  with  state  law. 

Response :     We  offer  a  qualified  response  to  this  recommendation.     We 
agree  that  the  state  should  make  every  reasonable  effort  to  maximize  federal 
indirect  cost  reimbursements.     In  Fiscal  Year  1982,   however,   the  Governor's 
Office  had  no  continuing  or  regular  federal  funding  source,   but  only  small 
grants  of  limited  duration.     We  determined  that  the  office  would  expend 
more  in  state  resources  (staff  time,   printing,   supplies)  to  prepare  an 
indirect  cost  proposal  than  it  would  recover  in  resulting  federal  reimbursements 
(approximately  $600  in  state  resources  vs.   $380  in  indirect  costs). 

As  prescribed  by  state  law,   "Grantee  agencies  shall,  in  accordance 
with  federal  regulations  and  guidelines,  negotiate  indirect  cost  rates  and 
endeavor,   to  the  fullest  extent  possible,  to  recover  indirect  costs  of  federal 
assistance  programs."     (17-3-111,  MCA,   emphasis  added).     We  believe  that 
we  complied  with  this  law,  because  in  this  instance  the  benefits  derived 
would  not  have  been  cost-effective  for  the  state  to  pursue.     The  Governor's 
office  will  continue  to  examine  each  federal  grant  it  receives  and,  on  a 
case-by-case  basis,  insure  to  the  fullest  extent  possible  that  efforts  are 
made  to  recover  indirect  costs. 
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Robert  Ringwood 
Page  Three 
February  14,   1983 


Recommendation  No.   8:     We  recommend  the  office  submit  federal  reports  by 
the  dates  required  in  the  grant  agreements. 


Response:     We  concur  with  the  recommendation. 

Sincerely, 


/^L,.K,,.eL,£  iAya-* 


j 


t>k(jid  e.  wanzenried 

Executive  Assistant 


/ 
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